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OLD  ACE  SECURITY  AND  UNEMPLOYMENT 
INSURANCE 

Legislative  Trends  and  Enactments 


For  some  years  there  has  been  a  trend  towards  increasing  interest 
in  the  field  of  social  legislation  which  has  been  accelerated  by  the  de¬ 
pression.  The  1932  platform  of  the  Democratic  Party  advocated  both  un¬ 
employment  and  old  age  insurance  under  state  laws.  Franklin  D.  Roose¬ 
velt  predicted:  “We  shall  come  to  unemployment  insurance  in  this  country 
just  as  certainly  as  we  have  come  to  workmen’s  compensation  for  indus¬ 
trial  injury,  just  as  certainly  as  we  are  today  in  the  midst  of  insuring 
against  old-age  want.  Ninety  percent  of  unemployment  is  wholly  with¬ 
out  the  fault  of  the  workers.  Other  nations  and  governments  have 
undertaken  various  systems  which  insure  their  workers  when  unemploy¬ 
ment  comes.  Why  should  we,  in  the  forty-eight  states  of  our  union, 
fear  to  undertake  the  task?” 

The  governors  of  several  states  have  included  recommendations  for 
one  or  both  of  these  forms  of  insurance  in  their  annual  messages.  Among 
others,  Governor  Green  of  Rhode  Island  recommended  the  adoption  of 
old  age  pensions  and  Governor  Olson  of  Minnesota  appeared  at  the  hear¬ 
ings  on  the  bill  providing  for  unemployment  reserves  in  his  state. 

The  issue  has  been  squarely  presented  for  legislative  enactment  as 
bills  providing  for  unemployment  insurance  have  been  introduced  in  24 
legislatures  and  old  age  security  laws  in  the  legislatures  of  23  states. 

It  has  been  only  in  modern  times  that  the  problem  of  caring  for 
persons  unable  to  maintain  themselves  because  of  old  age  and  unemploy¬ 
ment  has  assumed  its  present  proportions.  Declining  birth  and  death  rates 
and  the  restriction  of  immigration  have  tended  to  aggravate  the  problem 
because  of  the  consequent  larger  proportion  of  aged  in  the  population. 

In  addition  to  unemployment  caused  by  the  depression  and  techno¬ 
logical  developments  in  industry,  there  is  also  a  growing  tendency  for 
industries  to  employ  men  from  the  lower  age  groups  thus  causing  a  spe¬ 
cial  unemployment  problem  for  the  older  age  groups.  This  is  having  a 
tendency  to  lower  the  age  limit  for  old  age  pension  legislation. 

The  United  States  has  been  much  slower  than  have  European  coun¬ 
tries  to  experiment  with  various  forms  of  social  insurance.  Ever  since 
Bismarck  included  social  insurance  in  his  plan  for  the  unification  and  sta¬ 
bilization  of  Germany,  the  subject  has  been  one  of  world  interest.  Euro¬ 
pean  countries  have  experimented  with  various  phases  of  the  subject. 
Since  the  world  war,  both  the  British  and  German  systems  of  unemploy- 
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ment  insurance  have  been  complicated  by  grafting  on  a  dole  system  which 
has  caused  many  people  to  view  such  schemes  with  unwarranted  concern. 


Old  Age  Security 

Arizona  was  the  first  state  to  enact  an  “old-age  assistance”  law,  this 
being  declared  unconstitutional  by  the  state  supreme  court  on  the  ground 
of  vagueness,  leaving  undecided  the  constitutionality  of  its  pension  pro¬ 
visions  if  clearly  expressed.  The  first  law  to  go  into  actual  operation  was 
that  of  Alaska  in  1915.  This  was  followed  by  the  adoption  of  similar  laws 
by  Montana,  Nevada,  and  Pennsylvania  in  1923,  Wisconsin  in  1925,  Ken¬ 
tucky  in  1926,  Colorado  and  Maryland  in  1927,  California,  Minnesota,  Utah 
and  Wyoming  in  1929,  Massachusetts  and  New  York  in  1930,  and  Dela¬ 
ware,  Idaho,  West  Virginia,  New  Hampshire,  and  New  Jersey  in  1931. 
The  Pennsylvania  law  was  declared  unconstitutional  in  1924  as  violating 
that  section  of  the  state  constitution  which  prohibits  state  appropriations 
for  benevolent  purposes  to  any  persons  or  community. 

Though  most  of  these  are  called  “old  age  pension”  laws,  other  terms 
have  been  used — such  as  “old  age  security”,  “old  age  assistance”,  and  “old 
age  insurance”.  Since  all  the  existing  law's  are  of  the  relief  or  assistance 
type,  there  has  been  some  objection  to  calling  them  “old  age  pension” 
laws.  Strictly  speaking,  when  assistance  is  rendered  in  case  of  need  it 
is  relief;  and  when  payment  is  made  irrespective  of  need  but  as  a  definite 
right  for  services  rendered,  it  constitutes  a  pension. 

Interest  is  growing  in  contributory  old  age  pension  insurance.  Presi¬ 
dent  Roosevelt,  while  Governor  of  New  York,  in  his  message  to  the  legis¬ 
lature  on  January  7,  1931,  declared  his  dissatisfaction  w'ith  old  age  as¬ 
sistance  as  a  complete  solution  to  the  problem  of  the  aged  and  stated: 
“Our  American  aged  do  not  want  charity,  but  rather  old  age  comforts  to 
wdiich  they  are  rightfully  entitled  by  their  own  thrift  and  foresight  in  the 
form  of  insurance.  It  is,  therefore,  my  judgment  that  the  next  step  to 
be  taken  should  be  based  on  the  theory  of  insurance  by  a  system  of  con¬ 
tributions  commencing  at  an  early  age  *  * 


Laws  Already  in  Effect 

In  a  table  prepared  by  the  American  Association  for  Old  Age  Secur¬ 
ity  and  printed  in  the  Report  of  the  President’s  Research  Committee  on 
Social  Trends,  Vol.  II,  page  849,  existing  laws  are  divided  into  statewide 
mandatory  systems  and  county  optional  systems.  Under  the  first  head¬ 
ing  are  listed  California,  Colorado,  Delaware,  Idaho,  Massachusetts,  Mon¬ 
tana,  New  Hampshire,  New  Jersey,  New  York,  and  Wyoming.  Regard¬ 
ing  this  group,  a  note  is  appended  to  the  effect  that  though  “mandatory”, 
some  of  the  state  laws  are,  as  a  result  of  legal  technicalities  and  admin¬ 
istrative  difficulties,  not  carred  into  effect  by  all  the  counties  of  the  state. 

In  the  second  group  are  listed  Wisconsin,  Nevada,  Kentucky,  Mary¬ 
land,  Minnesota,  Utah,  and  West  Virginia.  However,  Wisconsin’s  law  is 


made  statewide  and  mandatory  by  an  amendment  passed  in  1931  and 
effective  July  1,  1933.  In  Wisconsin,  9  counties  were  known  to  be  paying 
December  31,  1930,  in  Nevada  none,  in  Kentucky  none,  in  Maryland  1,  in 
Minnesota  4,  in  Utah  16  (total  of  29  counties  in  state),  and  in  West  Vir¬ 
ginia  none.  This  is  a  good  argument  for  statewide  mandatory  systems. 


New  Laws  Analyzed 

During  the  first  three  months  of  1933  seven  states  have  adopted  “old- 
age  pension”  laws — Arizona,  Arkansas,  Indiana,  Maine,  North  Dakota, 
Oregon,  and  Washington.  The  Arizona  law  (S.  B.  1)  which  is  very  brief 
states  that  every  person  70  years  of  age  who  is  without  an  income  is 
entitled  to  a  pension  of  $30  a  month.  Which  of  the  above  classifications 
this  act  falls  in  is  open  to  interpretation,  though;  it  would  seem  to  be  of 
the  county  optional  group  since  the  county  board  of  supervisors  is  to  be 
the  sole  judge  of  granting  pensions.  Whether  this  is  so  clearly  drawn  as 
to  avoid  the  difficulties  which  the  earlier  act  encountered  is  yet  to  be  seen. 

The  Arkansas  bill  (H.  B.  481)  became  law  without  approval  March  29. 
It  creates  for  a  ten-year  period  an  Old  Age  Pension  Commission  com¬ 
posed  of  the  Governor,  the  State  Auditor,  and  the  State  Treasurer  which 
must  approve  all  applications.  These  pensions  are  financed  by  the  rather 
unusual  method  of  a  one  per  cent  tax  on  all  state  and  county  warrants. 
The  age  qualification  is  set  at  70  years  and  no  limit  is  placed  on  the  pen¬ 
sions  in  the  bill  which  states  “said  pension  fund  shall  be  prorated  equally 
among  the  pensioners  for  a  definite  amount  monthly.” 

By  the  Indiana  Act  (Chapter  36,  Laws  1933),  as  interpreted  by  the 
American  Association  for  Labor  Legislation,  payment  of  pensions  is 
mandatory  upon  the  counties  but  the  state  will  contribute  half  the  cost. 
The  pension  limit  is  $15  a  month  and  the  minimum  age,  70. 


The  Maine  Act 

Supervision  and  enforcement  of  the  Maine  Act  (1933  New  Laws,  page 
401)  is  lodged  in  the  State  Department  of  Health  and  Welfare.  The  state 
is  to  pay  half  the  cost  of  the  pensions  which  are  limited  to  $1  a  day,  plus 
medical  care,  to  those  of  65  years  of  age  or  more.  The  law  disqualifies 
any  person  who,  within  two  years  preceding  his  application,  has  been  a 
professional  tramp  or  beggar.  The  effective  date  is  postponed  until  the 
governor  and  council  can  arrange  for  financing  the  system  and  report 
thereon  to  the  next  biennial  legislature. 

A  pension  is  granted  to  those  of  68  years  and  over,  by  the  North 
Dakota  law  (1933  New  Laws,  page  107)  approved  March  9.  The  pension 
limit  is  $150  a  year.  The  law  disqualifies  from  receiving  a  pension  those 
who  have  been  professional  tramps,  beggars  or  vagrants  or  who  have 
habitually  failed  to  work.  Similar  disqualifications  are  provided  for  in  the 
Oregon  bill  (H.  B.  343),  approved  March  8,  which  sets  the  pension  limit 
at  $30  a  month  and  the  minimum  age  at  70. 
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The  Washington  Act,  Chapter  29,  Laws  1933,  is  interpreted  by  the 
American  Association  for  Labor  Legislation  in  their  March  Review  as 
being  “mandatory  upon  the  counties  which  will  administer  and  bear  the 
cost  of  the  pensions.”  It  provides  a  maximum  pension  of  $30  a  month  for 
needy  citizens  65  years  of  age  and  over. 


Status  of  Bills  April  10 

Similar  legislation  has  received  favorable  action  in  Ohio,  H.  B.  1,  pro¬ 
posed  by  initiative  petition,  having  passed  both  houses.  Some  difficulty 
has  been  encountered  due  to  the  rejection  by  the  House  of  amendments 
in  the  Senate.  The  bill  as  introduced  provides  for  a  maximum  pension  of 
$25  a  month  to  needy  persons  65  years  and  over. 

The  Connecticut  Commission  to  Investigate  the  Subject  of  Old  Age 
Pensions  transmitted  its  report  to  the  legislature  January  2,  1933.  It  rec¬ 
ommended  the  enactment  of  an  old-age  pension  law  to  be  administered  by 
a  Division  of  Old  Age  Assistance  to  be  created  in  the  Department  of  Pub¬ 
lic  Welfare.  The  law  recommended  by  the  Commission  set  the  maximum 
pension  at  $7  a  week  and  the  minimum  age  at  70  years.  Bills  to  this  end 
have  been  introduced  in  the  present  session  of  the  legislature  but  to  date 
no  action  has  been  taken  on  them. 

Because  of  certain  administrative  provisions,  the  Colorado  Supreme 
Court  on  December  29,  1932,  declared  the  old  age  pension  law  unconsti¬ 
tutional.  A  bill  designed  to  meet  the  constitutional  requirements  as  inter¬ 
preted  by  the  court  was  introduced  in  the  present  session  of  the  legislature. 

In  addition  to  the  states  already  named  13  other  legislatures  received 
bills  creating  old  age  pensions.  In  4  states  no  action  was  taken  on  such 
bills  while  in  one  state  adverse  action  was  taken.  The  bills  in  the  other 
states  are  still  pending. 

» 

In  Texas  a  resolution  has  been  introduced  proposing  the  submission  to 
the  voters  of  an  amendment  to  the  state  constitution  allowing  the  appro¬ 
priation  by  the  state  of  funds  for  the  payment  of  old  age  pensions  and  the 
levying  of  a  three  per  cent  tax  on  property  to  provide  funds  for  this 
purpose. 

Numerous  bills  amending  existing  laws  have  been  introduced  in  the 
legislatures  of  most  of  the  states  now  having  such  systems.  Most  of  these 
seek  to  reduce  the  minimum  age.  Such  a  bill,  which  reduces  the  age  from 
65  to  60,  has  passed  one  house  in  Delaware,  but  similar  bills  in  Massa¬ 
chusetts  and  New  Hampshire  have  received  unfavorable  action. 


Attempts  at  Repeal 

In  Idaho,  New  Hampshire,  and  New  York  attempts  were  made  to 
repeal  the  old  age  pension  laws.  They  were  unsuccessful  in  Idaho  and 
New  York  but  the  bill  is  still  pending  in  New  Hampshire.  A  bill  to  make 
the  pension  system  mandatory  in  Minnesota  has  received  favorable  action 
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in  one  house.  Changes  in  administration  are  involved  in  several  bills 
introduced  in  New  York  and  Wisconsin. 

In  California,  Massachusetts,  New  York  and  Wisconsin,  bills  have 
been  introduced  either  creating  systems  of  contributory  old  age  insur¬ 
ance  or  committees  to  study  the  subject.  In  Massachusetts  action  thus 
far  has  been  unfavorable,  and  no  action  was  taken  in  New  York. 

Interest  in  this  subject  is  not  restricted  to  the  states  but  has  taken 
on  a  federal  aspect  as  shown  by  the  introduction  of  three  bills  in  the  pres¬ 
ent  Congress  dealing  with  old-age  security  on  a  national  basis.  One  would 
provide  a  pension  of  $30  a  month  for  needy  persons  throughout  the  United 
States  who  are  more  than  65  years  of  age  (H.  R.  1623).  Another  (S.  B. 
493),  introduced  by  Senator  Dill  of  Washington,  provides  federal  aid  to 
states  granting  old-age  pensions,  as  does  H.  R.  2864.  The  Dill  bill  has 
been  referred  to  the  Senate  Committee  on  Pensions  which  during  the  last 
session  favorably  reported  a  bill  carrying  similar  provisions.  Three  bills 
also  introduced  in  this  session  would  provide  a  pension  system  for  the 
District  of  Columbia. 

A  report  on  “Industrial  Pensions  systems  in  the  United  States  and 
Canada’’,  just  completed  after  five  years  of  study  by  Industrial  Relations 
Counselors,  Inc.,  of  New  York,  concludes:  “Voluntary  provision  of  com¬ 
plete  old  age  security  by  industry  under  a  business  economy  in  which  the 
criterion  of  success  and  the  condition  of  continued  existence  is  profits  in¬ 
evitably  involves  inescapable  contradictions.” 

The  report  points  only  in  one  direction:  towards  a  compulsory  gov- 
ernmentally  sponsored  old  age  pension  system  if  more  than  a  fraction  of 
industry’s  superannuated  workers  is  to  be  properly  cared  for  in  old  age 
distress. 


Unemployment  Insurance 

In  the  Report  of  the  President’s  Research  Committee  on  Social 
Trends,  Vol.  II,  page  848,  the  situation  as  regards  unemployment  insur¬ 
ance  is  summed  up  as  follows: 

“Advocates  of  compulsory  unemployment  insurance  legislation  in  the 
United  States  have  had  to  overcome  serious  obstacles.  Until  recently  the 
spokesmen  for  organized  labor  have  opposed  all  such  forms  of  legisla¬ 
tion  in  this  country.  Employers,  in  the  belief  that  they  could  solve  their 
own  unemployment  problems  through  the  achievement  of  business  stability, 
have  been  determined  to  prevent  government  participation  in  handling  the 
problem  of  unemployment.  The  general  public,  also,  unfamiliar  with  the 
details  of  the  European  experience  with  compulsory  insurance,  has  been 
hostile  to  the  use  of  similar  measures  here  and  skeptical  of  the  benefits  of 
such  insurance.  This  prevailing  attitude  has  been  weakened  by  the  wide¬ 
spread  distress  occasioned  by  the  wave  of  unemployment  during  the  de¬ 
pression  of  1921  and  more  particularly  by  the  high  and  mounting  rate  of 
unemployment  since  the  end  of  1929.  The  reappearance  of  the  difficult 
problems  of  unemployment  relief  and  the  failure  or  inability  of  industry 
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to  assume  the  responsibilities  for  unemployment  has  led  to  a  revived  in¬ 
terest  in  compulsory  unemployment  insurance  and  to  a  more  favorable  at¬ 
titude  toward  it.  *  *  *  Although  prediction  in  this  instance  is  hazardous, 
it  is  probable  that  the  aggravation  of  insecurity  by  the  depression  will  in 
the  near  future  greatly  advance  the  social  insurance  movement  in  this 
country.” 


Wisconsin  Law 

Wisconsin  passed  the  first  unemployment  insurance  act  in  the  United 
States.  (Chapter  20,  Laws  Special  Session  1931).  This  act  attempts  to 
make  it  certain  that  by  July  1,  1933,  at  least  a  majority  of  the  employees 
of  the  State  will  enjoy  the  protection  of  fair  and  adequate  systems  of  un¬ 
employment  compensation.  The  compulsory  system  will  take  effect  if  by 
that  time  employers  of  175,000  employees  have  not  voluntarily  established 
plans  which  comply  with  standards  prescribed  in  the  act. 

The  act  states  that:  “Unemployment  in  Wisconsin  has  become  an 
urgent  public  problem,  gravely  affecting  the  health,  morals,  and  welfare  of 
the  people  of  this  State.  The  burden  of  irregular  employment  now  falls 
directly  with  crushing  force  on  the  unemployed  worker  and  his  family,  and 
results  in  an  excessive  drain  on  agencies  for  private  charity  and  for  public 
relief.  *  *  *  Industrial  and  business  units  in  Wisconsin  should  pay  at  least 
a  part  of  this  social  cost,  caused  by  their  own  irregular  operations.  *  *  * 
The  economic  burdens  resulting  from  unemployment  should  not  only  be 
shared  more  fairly,  but  should  also  be  decreased  and  prevented  as  far  as 
possible.  A  sound  system  of  unemployment  reserves,  contributions  and 
benefits  should  induce  and  reward  steady  operations  by  each  employer, 
since  he  is  in  a  better  position  than  any  other  agency  to  share  in  and  to 
reduce  the  social  costs  of  his  own  irregular  employment.” 

The  act  provides  that  each  worker  earning  less  than  $1500  a  year  will 
have  a  reserve  of  $75  set  aside  for  him  by  his  employer.  If  the  compulsory 
provisions  become  effective  in  July,  every  employer  of  ten  or  more  per¬ 
sons  whose  employees  are  receiving  less  than  $1500  a  year  must  tax  his 
payrolls  2  per  cent  until  a  fund  of  $75  has  been  built  up  for  each  employee. 
In  the  event  of  total  unemployment,  each  eligible  employee  shall  be  paid 
at  the  rate  of  $10  a  week  or  fifty  per  cent  of  his  average  weekly  wage, 
whichever  is  lower,  except  that  it  shall  not  be  less  than  $5  a  week,  bene¬ 
fits  to  be  paid  for  not  more  than  ten  weeks  during  a  year.  Benefits  can 
be  extended  if  the  worker  has  contributed  to  the  reserve. 


Changes  of  Detail 

Attempts  are  being  made  to  change  the  act  in  various  details — par¬ 
ticularly  as  to  the  effective  date.  One  bill  would  postpone  this  to  July  1, 
1935,  another  to  July,  1937,  and  a  third  to  an  indefinite  date,  depending 
on  a  finding  of  fact  by  the  Industrial  Commission  “either  that  the  num¬ 
ber  of  manual  employees  in  Wisconsin  manufacturing  establishments  has 
for  three  successive  months  been  at  least  twenty  per  cent  greater  or  that 
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the  aggregate  weekly  payrolls  for  such  employees  have  for  three  suc¬ 
cessive  months  been  at  least  fifty  per  cent  greater  than  for  December 
1932  *  *  A  bill  has  also  been  introduced  to  repeal  the  act.  Substitu¬ 
tion  of  a  compulsory  system  with  half  the  cost  borne  by  the  state  and 
half  by  the  employer  is  provided  for  in  S.  B.  82. 

The  question  is  uppermost  in  the  minds  of  many  people  as  to  whether 
the  compulsory  law  will  actually  go  into  effect  on  July  1,  1933,  or  whether 
it  will  be  repealed  or  the  effective  date  postponed.  The  sort  of  administra¬ 
tive  setup  that  will  be  required  after  July  1,  1933,  will  depend  very  largely 
on  whether  or  not  the  compulsory  act  goes  into  effect.  If  it  does  not 
go  into  effect,  the  Commission’s  activities  will  consist  largely  of  the  super¬ 
vision  of  voluntary  plans.  If  it  does  go  into  effect,  it  will  double  the 
volume  of  work  required  by  the  statute. 

Important  recent  developments  in  Wisconsin  are:  (1)  Forty  large 
employers  in  Milwaukee  area  have  submitted  identical  unemployment 
benefit  plans  for  approval.  (2)  The  advisory  committee  has  agreed  to 
amend  the  law  (a)  to  reduce  the  voluntary  plan  quota  from  175,000  to 
139,000  employees  and  (b)  to  make  the  law  take  compulsory  effect  with 
business  revival  upon  official  finding  based  upon  20  per  cent  increase  in 
factory  employment  or  50  per  cent  increase  in  payrolls. 


Theories  Involved 

Aside  from  the  compulsory  feature,  the  basic  differences  between  the 
Wisconsin  plan  and  most  of  the  European  systems  of  unemployment  in¬ 
surance  are  as  follows:  (1)  the  “reserves”  are  maintained  in  separate  ac¬ 
counts  for  each  employer  or  group  of  employers  included  in  the  scope  of 
the  proposed  law  instead  of  being  in  a  common  pool  of  “insurance  funds”; 
(2)  after  an  employer  builds  up  his  reserve  per  employee  to  a  stipulated 
figure  he  is  not  required  to  make  further  contributions  to  his  reserve  un¬ 
less  that  reserve  is  reduced  below  that  figure  by  the  disbursement  of  un¬ 
employment  benefits;  (3)  contributions  to  the  reserve  fund  are  paid  only 
by  the  employer,  as  distinguished  from  the  European  systems  which,  in 
general,  require  contributions  from  the  employee  and  frequently  also  re¬ 
quire  contributions  from  the  state. 

Those  favoring  “pooled”  reserves  rather  than  separate  accounts  for 
each  employer  state  that  it  is  very  important  to  observe  sound  insurance 
practice  by  spreading  risk  over  as  wide  a  number  of  contributors  as  pos¬ 
sible,  thus  building  up  greater  financial  strength.  In  any  case,  they  point 
out,  it  would  be  quite  possible,  when  sufficient  data  are  accumulated 
through  experience,  to  arrange  for  lower  premiums  for  industries  with 
good  employment  records  and,  indeed,  even  for  individual  employers. 
Some  of  the  bills  introduced  give  the  administrative  authority  power  to 
compel  pooling  either  by  industry  or  by  locality. 


(“The  Wisconsin  Administration  in  the  Making”  by  A.  J.  Altmeyer,  Secretary, 
Wisconsin  Industrial  Commission,  and  Editorial  footnote  The  American  Labor  Legisla¬ 
tion  Review,  March,  1933.) 
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Who  Shall  Pay  Cost? 

As  to  who  shall  pay  the  cost — state,  employer,  employee — Dr.  Paul  H. 
Douglas  in  his  book  “Standards  of  Unemployment  Insurance”  states  that 
the  discussion  of  this  question  in  the  United  States  during  the  last  ten 
years  has  largely  been  shaped  by  Prof.  John  R.  Commons’  proposal  that 
on  the  employers  should  be  placed  the  full  burden  of  payments  on  the 
ground  that  it  would  lead  to  the  employers’  reducing  or  preventing  un¬ 
employment,  that  it  would  be  passed  on  to  the  consumers  in  the  form  of 
higher  prices,  and  that  the  workers  are  already  bearing  the  burden  of  de¬ 
creased  earnings  and  should  not  be  asked  to  contribute  further. 

However,  Dr.  Douglas  is  of  the  opinion  “that  if  the  various  causes  of 
unemployment  are  however  carefully  studied  it  becomes  evident  that  in¬ 
dividual  business  men,  or  even  those  in  a  given  industry  are  not,  save  in 
a  most  limited  sense,  responsible  for  such  unemployment  as  exists”  and 
that  “the  precise  ultimate  incidence  of  the  employers’  contributions  is 
somewhat  uncertain.”  As  to  the  third  argument,  Douglas  thinks  that 
there  is  much  in  this  contention  when  it  is  considered  solely  by  itself,  but 
goes  on  to  say,  “that  to  the  degree  to  which  the  contributions  by  the 
employers  are  shifted  back  to  the  workers  in  the  form  of  reduced  wages, 
then  the  exemption  of  the  latter  from  contributions  is  in  fact  more  ap¬ 
parent  than  not  *  *  He  believes  that  joint  contributions  are  needed  to 
ensure  adequate  benefits,  to  ensure  joint  participation  by  the  employees  in 
the  administration  of  the  system,  and  in  order  to  prevent  malingering  and 
to  make  the  workers  realize  that  they  are  partners  in  the  plan. 


Interstate  Conference 

There  has  been  much  discussion  of  unemployment  insurance  during 
these  last  two  years.  During  1931,  President  Roosevelt,  then  Governor 
of  New  York,  invited  the  executives  of  Massachusetts,  Rhode  Island,  Con¬ 
necticut,  New  Jersey,  Pennsylvania,  and  Ohio  to  a  Conference  on  Unem¬ 
ployment  and  Other  Interstate  Industrial  Problems.  Among  the  topics 
discussed  was  unemployment  insurance  with  a  commission  of  six  headed 
by  Leo  Wolman  appointed  to  investigate. 

This  interstate  commission  reported  unanimously  urging  compulsory 
formation  of  statewide  systems  of  unemployment  reserves,  payment  by 
each  employer  of  a  contribution  amounting  to  two  per  cent  of  his  payroll, 
payments  by  employees,  the  maximum  rate  of  benefit  to  be  50  per  cent 
of  an  employee’s  wage  or  $10  a  week  whichever  is  lower,  the  reserve  to 
amount  to  $75  per  employee,  with  the  state  to  act  as  custodian,  investor, 
and  disbursing  agent  of  the  reserve  fund.  Governor  Roosevelt  urged  the 
New  York  legislature  to  take  action  following  these  recommendations. 
Bills  were  introduced  in  several  states  but  no  action  resulted  at  that  time. 
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Commission  Reports  and  Proposed  Legislation 

Of  the  seven  states  whose  governors  met  at  the  Interstate  Conference 
in  January  1931,  four  (Massachusetts,  Connecticut,  Ohio,  and  New  York) 
appointed  committees  or  commissions.  The  New  York  Joint  Legislative 
Committee  on  Unemployment  according  to  its  report  of  February  15, 
1932  (Legislative  Document  1932  No.  69),  while  in  favor  of  a  compulsory 
system  of  unemployment  reserves,  believed  that  delay  was  necessary  for 
the  following  reasons: — lack  of  careful  studies  of  unemployment  experi¬ 
ence  of  various  industries,  especially  of  the  highly  seasonal  industries,  dock 
labor,  and  building  trades,  lack  of  extensive  employment  offices  and  lack 
of  a  working  conception  of  unemployment  insurance  in  the  public  mind. 

In  February  1933  the  Committee  made  a  further  report  to  the  Legis¬ 
lature  to  the  effect  that  it  had  considered  many  proposals  for  employment 
stabilization  and  that,  while  it  still  believed  in  the  soundness  of  the  prin¬ 
ciple  of  unemployment  reserves,  it  was  convinced  that  to  set  up  such  a 
system  now  would  increase  unemployment  and  it  therefore  recommended 
the  postponement  of  such  action. 

This  report  was  severely  criticized  by  the  American  Association  for 
Labor  Legislation  on  the  ground  that  the  committee  had  been  unduly  in¬ 
fluenced  by  employers’  organizations  since  in  December  it  had  promised  to 
present  an  unemployment  reserves  bill  to  the  legislature  “early  in  Janu¬ 
ary”,  and  that  the  committee’s  report  made  no  reference  to  minority  re¬ 
ports  filed  by  two  of  the  members  favoring  the  immediate  enactment  of 
such  legislation  with  provision  for  the  adjustment  of  the  effective  date  to 
business  recovery. 

In  spite  of  the  recommendation  of  the  New  York  Committee,  that 
action  be  postponed,  six  different  bills  have  been  introduced  in  the  legis¬ 
lature  of  that  state.  S.  B.  1  follows  the  Wisconsin  law  and  has  incurred 
the  disapproval  of  some  people  for  that  reason,  as  it  is  believed  that  since 
conditions  in  New  York  and  Wisconsin  are  different  the  same  plan  is  not 
feasible  for  New  York. 

S.  B.  30,  which  was  drafted  by  the  American  Association  for  Labor 
Legislation,  provides  for  a  compulsory  system  of  unemployment  reserves 
with  separate  accounts  for  each  employer  to  which  they  contribute  three 
per  cent  of  their  payrolls,  and  has  been  described  as  “a  more  carefully 
worked  out  proposal  than  any  previously  proposed  in  New  York.” 


Similar  to  Ohio  Bill 

S.  B.  1407  is  similar  to  the  bill  recommended  by  the  Ohio  Commis¬ 
sion  on  Unemployment  Insurance  and  to  the  recommendations  of  Dr. 
Douglas.  It  is  predicted  that  this  bill  will  probably  not  receive  considera¬ 
tion  in  the  legislature  this  year  because  it  contains  three  proposals  strongly 
opposed  by  one  or  more  groups  interested  in  unemployment  insurance.  (1) 
It  provides  for  a  pooled  unemployment  reserve  fund,  which  is  strongly  op¬ 
posed  by  the  employers’  group.  (2)  It  requires  contributions  by  the  em- 


9 


ployees,  which  is  opposed  by  the  State  Federation  of  Labor.  (3)  It  sets’ 
a  definite  date  when  the  unemployment  reserve  law  will  take  effect.  It  is 
said  that  the  governor  would  veto  any  such  proposal  and  the  employers’ 
group  is  also  reported  as  opposed  to  having  a  fixed  date. 

S.  B.  208.  which  is  supported  by  the  State  Federation  of  Labor,  es¬ 
tablishes  a  compulsory  reserve  fund  with  separate  accounts  for  each  em¬ 
ployer  who  is  to  contribute  three  per  cent  of  his  payroll.  The  Department 
of  Labor  is  given  the  authority  to  compel  pooling,  either  by  industry  or 
locality.  This  bill  has  been  amended  to  set  the  effective  date  at  60  days 
after  publication  by  the  Department  of  Labor  that  the  number  of  factory 
employees  has  increased  20%  as  compared  with  the  number  of  factory 
employees  in  February,  1933.  It  was  passed  by  the  Senate  but  the  House 
adjourned  without  taking  action. 

There  are  several  unusual  features  in  H.  B.  186.  It  provides  for  com¬ 
pulsory  insurance  by  employers  in  one  of  three  ways — self-insurance,  in¬ 
surance  in  the  state  insurance  fund,  or  in  a  commercial  company.  Pre¬ 
miums  in  other  than  the  state  insurance  fund  must  be  approved  by  the 
industrial  commissioner.  Ten  per  cent  of  the  premiums  collected  from 
employers  are  to  be  set  aside  for  the  creation  of  a  surplus  until  it  amounts 
to  $5,000,000  and  thereafter  five  per  cent  until,  in  the  judgment  of  the  com¬ 
missioner,  the  surplus  is  large  enough  to  cover  the  catastrophe  hazard. 
(This  bill  was  killed  in  the  House  Labor  Committee.) 

Several  of  these  state  commissions  reported  during  November  and  De¬ 
cember  1932.  The  report  of  the  Ohio  Commission  on  Unemployment  In¬ 
surance  recommends  a  compulsory  system  of  unemployment  insurance 
with  pooled  reserves  and  contributions  by  both  employers  and  employees. 
The  employer’s  premium  is  set  at  two  per  cent  until  January  1,  1937,  and 
then  at  the  premium  fixed  by  the  commission,  and  the  employee’s  pre¬ 
mium  at  one  per  cent.  The  bill  recommended  by  the  Commission  is  sub¬ 
stantially  similar  to  the  recommendations  of  Dr.  Douglas. 


Opposition  Develops 

Following  the  report  of  the  Ohio  Commission,  two  bills  were  intro¬ 
duced  embodying  its  recommendations — S.  B.  46  and  H.  B.  172.  However, 
the  senate  bill  sets  the  effective  date  as  July  1934  instead  of  January  1934 
as  recommended  by  the  Commission  and  provided  in  the  House  bill, 
which  has  received  favorable  committee  action  to  date.  The  Ohio  Cham¬ 
ber  of  Commerce  is  much  opposed  to  the  enactment  of  such  legislation, 
stating  that  the  future  is  too  uncertain  and  pointing  to  the  recommenda¬ 
tions  of  the  New  York  and  Connecticut  committees. 

The  Connecticut  Unemployment  Commission,  in  its  report  “Meas¬ 
ures  to  Alleviate  Unemployment”,  while  in  favor  of  unemployment  re¬ 
serves,  believes  voluntary  action  to  be  preferable  to  compulsory  in  view  of 
the  present  economic  situation  and  the  fact  that  it  would  be  necessary  to 
postpone  operation  for  several  years.  If  legislative  action  is  necessary,  the 
Commission  would  prefer  a  “dismissal  wage”  bill  rather  than  one  similar 
to  the  Wisconsin  Act. 
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The  bill  recommended  would  require  employers  to  pay  a  dismissal 
wage  of  half  pay  for  nine  weeks  to  employees  dropped  from  the  payroll 
after  40  weeks  of  employment.  Reserves  would  be  accumulated  for  these 
payments  by  requiring  each  employer  to  contribute  not  more  than  two 
per  cent  of  his  payroll  to  an  unemployment  reserve  deposited  with  the 
state  treasurer.  In  addition,  each  employee  would  be  required  to  con¬ 
tribute  to  “his  own  termination  savings  fund”  in  the  same  amount,  which 
savings  would  be  available  to  the  employee  or  his  heirs  upon  termination 
of  employment  for  any  reason.  It  is  the  opinion  of  the  Commission  that 
such  a  plan  is  simpler  than  the  typical  unemployment  benefit  plan. 

Three  bills  have  been  introduced  in  Connecticut  but  none  of  them 
follows  the  recommendations  of  the  Commission  for  a  dismissal-wage 
law.  One  of  them  (H.  B.  791)  is  similar  to  the  model  bill  drafted  by  the 
American  Association  for  Labor  Legislation,  providing  a  compulsory  re¬ 
serve  fund  with  separate  accounts  for  each  employer  to  which  employers 
contribute  two  per  cent  of  their  payrolls  with  no  contribution  by  em¬ 
ployees  or  the  state. 


Mutual  Insurance 

S.  B.  245  is  also  compulsory  but  provides  for  an  Employers’  Mutual 
Employment  Insurance  Company  in  which  employers  shall  be  insured. 
For  the  first  two  years  the  employer’s  premium  is  set  at  three  per  cent, 
thereafter  at  a  rate  to  be  fixed  by  the  company,  subject  to  the  approval 
of  a  commission  provided  for  in  the  bill.  The  bill  also  provides  for  con¬ 
tribution  by  the  state  of  one  and  one-half  per  cent  of  the  total  payrolls  for 
two  years  and  then  50%  of  the  total  amount  of  premiums  assessed  against 
the  employers.  Information  is  not  available  as  to  the  details  of  the  third 
bill  (S.  B.  365).  Hearings  on  all  three  bills  were  scheduled  for  March 
30  and  31. 

The  Massachusetts  Commission  on  Stabilization  of  Employment  in 
its  report  of  December  1932  is  emphatically  in  favor  of  an  unemployment 
benefit  plan.  After  stating  that  “it  is  practical  sense  to  build  a  system  of 
fund  provision  such  as  will  be  more  logical  in  placing  the  burdens  and 
exert  the  utmost  possible  effect  on  lessening  rather  than  increasing  the 
severity  of  the  contingency  to  be  met,”  it  says  further  (in  italics):  “If 
an  unemployihent  reserve  fund  is  not  such  a  system,  we  cannot  escape  the 
necessities  of  the  situation  by  rejecting  it.  It  can  only  be  rejected  if  a 
better  system  is  substituted.” 

This  Commission  recommends  a  reserve  system  with  contributions 
by  employers  only,  on  the  ground  that,  though  any  plan  which  undertook 
complete  relief  of  employees  should  be  contributory,  it  is  out  of  the  ques¬ 
tion  at  this  early  state  of  experience  to  attempt  to  set  up  by  law  and  on  a 
broad  scale  any  reserve  fund  large  enough  to  afford  full  support  to  the 
unemployed. 

Accompanying  the  report  of  the  Massachusetts  Commission  to  the 
legislature  was  a  bill  (H.  B.  1200)  embodying  their  recommendations. 


Except  that  it  is  compulsory,  it  follows  the  Wisconsin  Law.  Two  others 
have  also  been  introduced  differing  to  some  extent  in  provisions.  H.  B. 
821  provides  for  compulsory  contributions  by  employers  of  1  of  their 
payrolls  and  by  the  state  of  one-half  of  one  per  cent  of  total  payrolls  to 
an  unemployment  reserve  fund  with  no  provision  for  separate  accounts 
for  each  employer.  Classification  of  industries  is  provided  for  and  an  em¬ 
ployment  stabilization  board  is  to  be  established  in  each  classification. 

H.  B.  905  would  establish  an  employers’  mutual  unemployment  in¬ 
surance  company  in  which  all  employers  are  to  insure.  For  a  three-year 
period  the  premium  is  to  be  three  per  cent  of  the  payroll  and  thereafter  at 
rates  fixed  by  the  above-mentioned  company,  subject  to  the  approval  of 
the  unemployment  insurance  board  created  by  the  bill.  The  company  is  to 
establish  separate  funds  by  industries  or  groups  of  industries  as  directed 
by  the  board.  To  date  no  definite  action  has  been  taken  on  any  of  these 
bills. 


Commission  Proposal 

During  the  present  session  a  bill  has  been  introduced  in  the  Rhode 
Island  legislature  for  the  creation  of  a  commission  on  employment  stabili¬ 
zation,  looking  to  the  establishment  of  an  unemployment  reserve  fund. 
The  two  remaining  states,  Pennsylvania  and  New  Jersey,  did  not  appoint 
special  committees  but  bills  for  the  establishment  of  such  systems  have 
been  introduced  in  the  legislatures  of  both  states. 

In  New  Jersey  two  of  the  bills  introduced  (S.  B.  48  and  H.  B.  93)  fol¬ 
low  the  model  bill  drawn  by  the  American  Association  for  Labor  Legis¬ 
lation,  providing  for  a  compulsory  unemployment  reserve  fund  with  sepa¬ 
rate  accounts  for  each  employer  who  is  to  contribute  three  per  cent  of  his 
payroll.  H.  B.  246  is  different  in  at  least  one  particular  from  the  type  of 
bill  usually  introduced  in  this  country.  That  is,  one-half  the  cost  is  to  be 
borne  by  the  state,  the  other  half  by  the  employer.  The  percentage  to  be 
paid  by  each  employer  is  to  be  fixed  by  the  commission,  established  by  the 
bill,  at  the  beginning  of  each  fiscal  year  according  to  the  estimated  ex¬ 
penditures  for  the  year.  A  reserve  to  cover  any  extraordinary  hazard  is 
set  up,  consisting  of  ten  per  cent  of  the  payments  by  employers  and  the 
state. 

Pennsylvania  has  taken  similar  action  by  the  introduction  of  two  bills 
(H.  B.  1728  and  H.  B.  1735)  with  the  essential  provisions  of  the  American 
Association  for  Labor  Legislation  model  bill.  H.  B.  52  is  essentially  the 
same  as  New  Jersey  H.  B.  246,  with  one-half  the  cost  being  borne  by  the 
state. 


Other  States 

Action  has  not  been  limited  to  the  states  constituting  this  Industrial 
Conference.  The  Report  and  Recommendations  of  the  California  State 
Unemployment  Commission,  November  1932,  favors  the  enactment  of  a 
law  providing  for  a  system  of  compulsory  unemployment  reserves  to  be 


administered  by  the  state  and  to  be  supported  by  contributions  from  em¬ 
ployers  and  employees.  With  the  exception  of  contributions  of  employees, 
the  recommendations  follow  the  Wisconsin  plan. 


California 

Two  of  the  bills  introduced  in  California  have  followed  the  recom¬ 
mendations  of  the  State  Unemployment  Commission,  and  provide  for  a  com¬ 
pulsory  unemployment  reserve  fund  contributed  to  by  both  employers  and 
employees  with  separate  accounts  for  each  employer.  H.  B.  1216  re¬ 
quires  each  employer,  in  addition  to  his  contribution  of  two  per  cent  of 
his  payroll,  to  contribute  2/10ths  of  one  per  cent  of  his  payroll  to  the  ad¬ 
ministration  fund.  The  employee’s  contribution  is  set  at  7/10th  of  one  per 
cent  of  all  wages  received.  H.  B.  878  has  similar  provisions  with  the  ex¬ 
ception  that  the  employee’s  contribution  is  30%  of  that  paid  by  the 
employer. 

Very  different  and  rather  unusual  provisions  are  contained  in  H.  B. 
2233.  This  bill  levies  a  “tax”  of  2 J4%  of  their  payrolls  on  all  employers 
except  those  not  operating  for  profit  and  a  “tax”  of  2 J4%  of  their  wages  on 
every  employee  to  be  collected  by  the  “California  Workers’  Welfare 
Board”  established  by  the  bill.  From  the  proceeds  of  this  “tax”  benefits 
are  to  be  paid  to  persons  involuntarily  unemployed  and  pensions  to  per¬ 
sons  permanently  retiring  from  gainful  labor. 

Illinois  Commission 

Illinois  has  also  created  a  commission  similar  to  those  of  other  states 
discussed  above,  which  has  not  yet  issued  its  report.  However,  action 
has  been  taken  in  the  form  of  bills  introduced  in  the  legislature.  Some  of 
the  provisions  of  S.  B.  292  are  similar  to  the  recommendations  of  the  Ohio 
Commission — that  is,  they  include  pooled  reserves  and  contributions  by 
employers  of  three  per  cent  of  their  payrolls  for  a  certain  period  and 
thereafter  at  the  rate  fixed  by  the  commission.  However,  provision  is  not 
made  for  contributions  by  employees. 

H.  B.  422  is  sponsored  by  Dr.  Douglas  and  contains  all  the  provisions 
which  he  recommends — pooled  reserves,  contributions  by  both  employers 
and  employees,  and  so  forth.  H.  B.  455  provides  for  contributions  by  both 
employers  and  employees  but  requires  separate  accounts  to  be  kept  for 
each  employer. 

After  several  hearings  on  these  bills,  the  House  Insurance  Committee 
on  March  22  appointed  a  sub-committee  to  consider  all  the  pending  unem¬ 
ployment  insurance  bills,  with  instructions  to  draft  a  substitute  bill  and 
report  the  same  back  to  the  main  committee. 

In  Maine  a  bill  creating  a  recess  committee  to  study  the  subject  has 
become  law  (1933  New  Laws,  page  157).  A  similar  bill  in  Oregon 
(H.  J.  R.  21)  has  been  adopted  by  both  houses. 

Bills  relating  to  the  establishment  of  such  systems  have  also  been  in- 
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troduced  in  16  other  states.  In  Maryland  and  Utah  the  unemployment 
insurance  bill  was  passed  in  the  lower  house  but  failed  in  the  senate. 

In  Minnesota  H.  B.  973  has  passed  the  House.  As  passed  it  provides 
for  compulsory  reserves,  with  separate  accounts  for  each  employer  who  is 
to  contribute  2 )4%  of  his  payroll  and  with  contributions  by  employees  of 
1/4%  of  wages  received.  The  effective  date  is  set  at  such  time  as  similar 
legislation  has  been  adopted  by  a  majority  of  the  neighboring  states  of 
Illinois,  Indiana,  Iowa,  Michigan,  Missouri,  Nebraska,  North  Dakota, 
South  Dakota,  and  Wisconsin. 

In  Virginia,  the  Governor  has  just  appointed  a  committee  to  study 
unemployment  insurance  and  report  to  the  regular  session  in  January  1934. 

Federal  Aid 

Action  to  promote  the  establishment  of  such  reserves  has  not  been 
restricted  to  the  states.  About  two  years  ago  a  Committee  of  the  United 
States  Senate  held  hearings  on  the  subject.  A  bill  (S.  J.  R.  26)  promoting 
the  establishment  of  such  systems  by  permitting  employers  who  contribute 
to  unemployment  reserve  funds  to  make  a  special  deduction  from  their 
income  tax  has  been  introduced  by  Senator  Wagner  who  was  a  member 
of  the  above  committee. 

This  would  be  a  fulfillment  of  the  pledge  of  the  Democratic  Party  to 
advocate  unemployment  insurance  under  state  laws.  It  would  also  be  a 
means  of  promoting  uniformity  in  state  legislation  and  would  thereby 
answer  the  objections  of  some  opponents  that  the  enactment  of  a  state 
system  will  place  industry  in  that  state  at  a  disadvantage  to  industry  in 
adjoining  states  having  no  such  system. 

Although  legislation  has  not  been  effected  in  the  field  of  unemploy¬ 
ment  insurance,  the  analyses  and  research  that  have  been  made  by  the 
various  commissions  have  been  valuable  in  educating  public  opinion.  Rec¬ 
ommendations  have  been  made,  legislation  has  been  carefully  drawn  and 
introduced  and  many  people  have  been  convinced  that  “the  time  cannot 
be  postponed  for  the  experiment  with  moderate  and  careful  unemployment 
reserve  legislation.”  The  subject  continues  to  be  a  live  one. 

April  10,  1933 
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